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HELSINKI FOR ROBERT DUEMLING (DEPUTY SECRETARY INGERSOLL'S PARTY) 

E.O. 11652: GDS 
TAGS: EFIN, HU, US 

SUBJECT: US-HUNGARIAN CLAIMS AGREEMENT: JUNE 10, 1975 PAYMENT - 
GOLD COINS 

REF: BUDAPEST 1770; BUDAPEST 1648; STATE 127938 

1. RESPONDING TO CALL FROM HUNGARIAN FONOFF, MCAULIFFE MET 
AT NOON SEPTEMBER 3 WITH ASSISTANT DEPUTY MINISTER BENYI 
(SECTION IV) WHO EXPLAINED THAT, WITH DEPUTY FOREIGN MINISTER 
JANOS NAGY STILL ON VACATION HE WAS ACTING IN LATTER'S STEAD. 

BENYI THEN RECAPITULATED BRIEFLY AND ORALLY SAME POINTS 
VARKONYI HAD MADE JUNE 10 (BUDAPEST 1770) AND PRESENTED 
NOTE 2556/7/1975 STATING OFFICIAL COORDINATED GOH POSITION 

ON CLAIMS AGREEMENT /GOT .D COIN ISSUE. 

2. NOTE 2556/7/1975, SIGNED ORIGINAL OF WHICH IS IN ENGLISH, 

READS AS FOLLOWS: 

BEGIN TEXT: 

THE MINISTRY OF FOREIGN AFFAIRS OF THE HUNGARIAN 
PEOPLE S REPUBLIC PRESENTS ITS COMPLIMENTS TO THE EMBASSY 
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OF THE UNITED STATES OF AMERICA AND REFERRING TO THE EMBASSY'S 
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NOTE NO. 152 OF JUNE 3, 1975 HAS THE HONOUR TO COMMUNICATE 
THE FOLLOWING: 

1. ) IN THE EMBASSY'S ABOVE CITED NOTE THE INCLUSION OF 
THE U.S. $50.6 MILLION GOLD COINS AS HUNGARIAN EXPORTS INTO 
THE FT 990 HIGHLIGHTS OF EXPORTS AND IMPORTS IS MOTIVATED 
EXCLUSIVELY BY ARGUMENTS OF STATISTICAL METHODOLOGY. THE 
HUNGARIAN PARTY IN ITS EARLIER NOTES HAS ALREADY EXPRESSED 
ITS RELEVANT STANDPOINT. THEREFORE, IT DOES NOT WISH TO 
RETURN TO THIS AGAIN DESPITE THE FACT THAT IT IS FIRMLY 
CONVINCED OF THE CORRECTNESS OF ITS EARLIER ARGUMENTS. IT 
MERELY WISHES TO COMMENT ON THE STATEMENT WHEREBY THE STAMPING 
OF THE PLANCHETS INTO COINS HAS RESULTED IN A CONSIDERABLE 
CHANGE. IN THIS RESPECT, THE MINISTRY OF FOREIGN AFFAIRS 

WOULD LIKE TO REMARK THAT THE VALUE ADDED THROUGH STAMPING 
BY THE HUNGARIAN SIDE WAS ONLY 3 PERCENT OF THE GOLD VALUE. 

THUS, AS REGARDS VALUE THE CHANGE CANNOT BE QUALIFIED AS 
CONSIDERABLE. THEREFORE, THE STATISTICAL CONCEPTION WHICH, 
BECAUSE OF THE 3 PER CENT VALUE ADDED, CLASSIFIES THE TOTAL 
VALUE AS A HUNGARIAN EXPORT IS AT LEAST OPEN TO CHALLANGE. 

(THE HUNGARIAN PARTY DID NOT FIND ANY INSTRUCTION IN THIS RESPECT 
IN THE "GUIDE TO FOREIGN TRADE STATISTICS", HOWEVER, 

THE WELL-KNOWN IMF PUBLICATION - "BALANCE OF PAYMENTS 
MANUAL" RECOMMENDS FOR SIMILAR CASES - FOR PROCESSING - THAT ONLY 
THE VALUE ADDED BE TAKEN INTO ACCOUNT.) 

2. ) IRRESPECTIVE OF THE STATISTICAL METHOD USED IN THE 
USA, THE MINISTRY OF FOREIGN AFFAIRS IS OF THE OPINION 
THAT IT WOULD BE BY NO MEANS FAIR TO START ONLY FROM THE 
TECHNICAL SIDE OF STATISTICAL ACCOUNTING. THE AMERICAN 
STANDPOINT INVOLVES, NAMELY, THAT THE HUNGARIAN PARTY SHOULD 
TAKE UPON ITSELF THE OBLIGATION OF PAYING OFF US $3 MILLION 
AFTER US $1.5 MILLION EXPORT REVENUE (THIS WAS THE AMOUNT OF 
THE PROCESSING-FEE). THIS WOULD, HOWEVER, NOT BE IN 
CONFORMITY WITH THE SPIRIT OF THE HUNGARIAN- AMERICAN AGREEMENT 
CONCLUDED ON MARCH 6, 1973. THE ORIGINAL INTENTION WAS THAT 

THE ABOLITION OF THE COMMERCIAL DISCRIMINATION IN REASONABLE 
TIME WOULD PROMOTE THE DEVELOPMENT OF ECONOMIC AND TRADE 
RELATIONS BETWEEN THE TWO COUNTRIES AND A PART (6 PER CENT) 

OF THE EXPECT ABLY GROWING HUNGARIAN EXPORTS WOULD PROVIDE A 
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BASIS FOR INCREASING THE COMMITMENT OF THE HUNGARIAN PARTY. WHEN 
ESTABLISHING THE COMMITMENT DUE THIS YEAR, THE ORGANS OF 
THE USA, CONTRARY TO THE ORIGINAL INTENTION, ALSO TOOK 
INTO CONSIDERATION SUCH TURNOVER DATA, WHEREFROM THE 
HUNGARIAN PARTY HAS NOT HAD EXPORT REVENUES. 

ON THE GROUNDS OF WHAT HAS BEEN STATED IN THE FORGOING, 

THE HUNGARIAN PARTY ON JUNE 10, PAID THE COMMITMENT IN THE 
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EXPECTATION THAT THE USA GOVERNMENT WOULD PROPERLY CONSIDER 
AND APPRECIATE THE ABOVE POINTS OF VIEW. ACCORDING 
TO THE CALCULATION OF THE HUNGARIAN PARTY THE CORRECT AMOUNT 
OF THE COMMITMENT WOULD BE 6 PER CENT CALCULATED AFTER 
US $24,792,008 EXPORTS AND US $1,518,445 PROCESSING-FEE, 

ALTOGETHER US $26,310,453 I.E. US $1,578,627. 

THE HUNGARIAN GOVERNMENT WOULD BE GRATEFUL TO THE 
GOVERNMENT OF THE UNITED STATES OF AMERICA IF, IN VIEW 
OF THE ABOVE FACTS, THE WHOLE MATTER WOULD BE RE-EXAMINED. 

THE MINISTRY OF FOREIGN AFFAIRS AVAILS ITSELF OF 
THIS OPPORTUNITY TO RENEW TO THE EMBASSY OF THE UNITED 
STATES OF AMERICA THE ASSURANCES OF ITS HIGHEST CONSIDERATION. 
END TEXT. 
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HELSINKI FOR ROBERT DUEMLING (DEPUTY SECRETARY INGERSOLL'S PARTY) 

3. AFTER READING NOTE, MCAULIFFE SAID HE KNEW FROM EARLIER 
CONVERSATIONS WITH FORMER HUNGARIAN NATIONAL BANK PRESIDENT 
LASZLO, WITH VICE PRESIDENT FEKETE, AND WITH FINANCE 
MINISTER FALUVEGI OF IMPORTANCE WHICH SENIOR 
HUNGARIAN AUTHORITIES ATTACH TO THIS MATTER. HE SAID HE 
WOULD REPORT THIS LATEST OFFICIAL WRITTEN EXPRESSION OF 
GOH VIEWS TO WASHINGTON WITH HIS RECOMMENDATION THAT THEY 
RECEIVE FULL CONSIDERATION AND PROMPT ATTENTION AT AN 
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AUTHORITATIVE LEVEL. HE SAID HE CONSIDERED THIS ESPECIALLY 
IMPORTANT IN LIGHT OF UPCOMING VISIT BY DEPUTY SECRETARY 
OF STATE INGERSOLL. BENYI REPLIED THAT GOH HAD MANIFESTED 
ITS GOOD WILL TOWARD U.S. AND ITS FIRM INTENTION TO ABIDE 
BY TERMS OF US-HUNGARIAN CLAIMS AGREEMENT BY MAKING 
PAYMENT ON TIME ON JUNE 10. HE ADDED THAT HUNGARY HAS 
FOUND IT ESPECIALLY DIFFICULT TO MAKE THIS LARGER 
PAYMENT; AND THAT FOREIGN MINISTRY BELIEVES. IN 
LIGHT OF TENOR OF RECENT MEETING BETWEEN SECRETARY 
KISSINGER AND FOREIGN MINISTER PUJA. THAT USG MIGHT 
FIND IT POSSIBLE RE-EXAMINE QUESTION AGAIN AND GIVE 
FULL WEIGHT TO LARGER POLITICAL CONSIDERATIONS. 

MCAULIFFE CORRECTED BENYI BY POINTING OUT THAT HUNGARIAN 
INSTALLMENT PAID ON JUNE 10 ONLY CONSTITUTES ACCELERATED 
PAYMENT OF AN ACKNOWLEDGED INDEBTEDNESS; IT INCREASES IN 
CONFIDENTIAL 

CONFIDENTIAL 

PAGE 02 BUDAPE 02882 02 OF 02 041029Z 

NO WAY THE TOTAL SUM INVOLVED. HE AGAIN SAID HE WOULD 
REQUEST HIS AUTHORITIES IN WASHINGTON TO RE-STUDY QUESTION 
CAREFULLY AND PROVIDE OFFICIAL REPLY PROMPTLY. 

4. ORIGINAL SIGNED COPY OF NOTE 2556/7/1975 DATED 
AUGUST 28, 1975 POUCHED DEPARTMENT REGISTRY NO. 1514012. 

5. ACTION REQUESTED: EMBASSY REQUESTS THAT DEPARTMENT 
EXAMINE THIS MATTER ONCE AGAIN ON ITS TECHNICAL AND 

ON ITS LARGER MERITS AND PROVIDE TEXT OF REPLY WHICH WE 
CAN INCORPORATE IN NOTE AND DELIVER TO FONOFF WELL BEFORE 
REPEAT BEFORE DEPUTY SECRETARY INGERSOLL'S ARRIVAL BUDAPEST 
ON SEPTEMBER 14. IN OUR VIEW IT IS IMPORTANT GET BALL 
BACK ON HUNGARIAN SIDE OF NET. DAWDLING WILL NOT SERVE 
U.S. INTEREST. 

MCAULIFFE 
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